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State Taxes — Higher Than Ever 


Collections Top Old Marks; Enactment of Fewer New Levies May Mark Trend 


by MARILYN GiITTELL 


PURRED by greater spending demands, state tax collections in 1953 broke all previous records, 
reaching an all-time high of $10,542,000,000. Simultaneously, tax collections by local units 
of government scaled a new peak. Most recent available estimates show that local tax collections 


amounted to $10,200,000,000 in fiscal 1953. 
The combined per capita state and local tax 
burden rose from $125.77 in 1952 to $133.16 
in 1953. 


Behind these record-breaking figures, however, lies 
one meaningful indicator, borne out by an analysis 
of activity in the state tax field during the year just 
ended and a comparable period two years ago. 


In fiscal 1951 there were 32 new or increased 
taxes (in major categories) enacted aboyt as follows: 
Liquor, 5 new taxes, 1 increase in m Cigarettes, 
2 new taxes, 5 increases; Sales, 3 new taxes and 3 
in which coverage was expanded; Income, 6 in- 
creases in taxes; Gasoline, 7 increases. Ofxthe total, 
10 represented new taxes. 


In the past fiscal year there were enacted 14 
measures involving the major levies about as fol- 
lows: Liquor, 1 increase in tax; Cigarettes, 2 in- 
creases; Sales, 2 new taxes, 2 increases; Income, 
2 increases; Gasoline, 5 increases. Of the total, only 
two were new levies. 


It would appear then that the states’ legislators, 
aroused by the pleas of economy advocates, con- 
sidered more carefully this past year than in 195] 
insofar as new tax programs were concerned. Sig- 
nificant also are these facts: in 1953, in 12 states, 
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proposals for increases in gasoline tax rates were 
defeated. Nine legislators turned down proposals for 
liquor tax increases. And in seven states where 
cigarette tax increases were proposed, the measures 
met with defeat. 


As the states have reached out for new functions; 
as the Federal government has encroached on state 
functions—both with their demands for newer sources 
of tax revenue to suport these functions, the tax- 
payers of the states have become more conscious over 
the past few years of the need to “hold the line”; 
to discourage the continued hunt for new tax sources 
in competition with the Federal government. That 
at least, is one interpretation of the comparison of 
new tax programs enacted in the two years enu- 


> merated. 


Source Reallocation Needed 


Again this serves to point up the need for a re- 
allocation of tax sources, a matter that has been 
realized at all levels and led to the recent setting 
up of the Commission on Intergovernmental Rela- 
tions, headed ny Dean Clarence Manion. The spade 
work for this Commission began earlier this year 
when a committee of state governors, leaders in 
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Congress and Administration officials met with Presi- 
dent Eisenhower at a White House conference. The 
conferees discussed the problems growing out of 
the present centralization of Federal power, mount- 
ing costs of Federal grants to the states, and over- 
lapping taxation of the Federal and state govern- 
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Fitna that tim if President commented in part: 
“The'existin he Mat ms of taxation, both at the Federal 
and State. levels, contain many gross inequalities 
insofaysasthe tax burden between citizens of dif- 
_ ferent states is concerned. There is often a pyramid- 
ing of taxation, state taxes being superimposed upon 
Federal taxes in the same field.” 


have continued to increase existing taxes and to 
extend those which were to be only temporary pro- 
visions. This is particularly true of gasoline, liquor 
and tobacco taxes. Colorado, Kansas, North Caro- 
lina, South Carolina, Pennsylvania, Oklahoma and 
Nevada extended temporary increases on gasoline 
taxes for as long as two years. Maryland, Nebraska, 
Iowa and Ohio increased their existing rates 1 cent 
per gallon, and California increased its tax by 114 
cents per gallon. Proposals for increases in twelve 
other states were defeated by the legislatures. 


Liquor taxes were increased in Arkansas and 
Delaware, while the 20 percent surtax on income 
from the sale of liquor was extended in Massachu- 
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Thereafter, with Congressional approval of bills 
to that end, a 25-man Commission was set up. Im- 
mediately following this appointment as Chairman, 
Dean Manion announced that the Commission would 
conduct a comprehensive survey of all fields in which 
Federal, State, and local governments now come 
into contact, and especially where there is an over- 
lapping of functions. 


Strait Jacket Imposed 


Actually, most experts agree that government 
must be brought back home again. The strait jacket 
imposed upon state and local units by expansion 
of Federal taxing activities has been most destructive 
to the traditional reliance on a government close 
to the people and responsive to its needs. The solu- 
tion must be sought in the light of these factors. 
Also to be considered is the possibility that whatever 
reallocation of tax sources is accomplished is quite 
likely to be accompanied by a reallocation of func- 
tions as well. 


The activity in the state tax field this year illus- 
trates how the states have, in most instances, extended 
or expanded old tax legisletion as the field for new 
sources of revenue continues to shrink. The states 
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setts. Nine state legislatures defeated proposals for 
liquor tax increases. 


Delaware and Iowa have increased their cigarette 
tax from 2 cents to 3 cents per package and Massa- 
chusetts extended its temporary 0.5 mill per cigarette 
tax. Bills calling for varying increases in seven other 
states were defeated. 


Two new sales taxes were initiated this year. 
Pennsylvania entered the field with a 1 percent levy 
and Michigan added a business receipts tax of 4 
mills to the already existig sales tax. The Michigan 
tax will be imposed on business and professional 
activity, and the taxpayer will be allowed an ex- 
emption of $10,000 of his adjusted gross receipts. 
Connecticut approved an increase from 2 to 3 per- 
cent while North Dakota and Rhode Island extended 
their temporary 2 percent sales tax. Texas, Nebraska 
and Indiana refused to adopt proposals for sales 
taxes, while four other states acted similarly on 
increases in or expansion of existing sales taxes. 


Although no new states initiated income taxes, 
Delaware and Connecticut increased existing rates. 
The Delaware rates formerly ranged from 1 to 3 
percent and now range from 1 to 6 percent. Con- 
necticut increased its rate from 3 to 3.75 percent. 
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Washington, New Jersey, Ohio, Nevada and Michigan 


defeated proposals for the adoption of income taxes. 


In the search for new revenue sources, the Southern 
and Western states particularly have made capital 
of the severance tax. Although fifteen states con- 
sidered proposals for the initiation of or increases 
in severance taxes only four states passed such legis- 
lation. At the present time twenty-five states levy 
severance taxes in varying forms. © 


Three Increase Existing Taxes 


Of the four states which approved bills this year, 
three increased their existing tax while Colorado 
enacted a new one. North Dakota applied a 4.25 
percent tax on the gross value of oil and gas pro- 
duced; Montana levied a 14 cent tax on a barrel 
of oil and 1 mill per 10,000 cubic feet of natural 
gas, and Nevada levied a severance tax of 5 mills 
per barrel of oil and per 50,000 cubic feet of natural 
gas. Colorado amended its income tax to impose a 


levy on gross income derived from the production 
of crude oil and natural gas, in this fashion: 2 per- 
cent on income from gas and oil production under 


$25,000, to 5 percent on income over $300,000. 


Tax reductions centered in the income tax field 
and were rather limited. North Dakota increased 
the maximum amount subject to the 1 percent tax 
from $2,000 to $3,000 and reduced the tax on income 
over $15,000 from 15 percent to 11 percent. Idaho 
cut its tax by 15 percent while Iowa made its 25 
percent reduction permanent. Colorado extended its 
20 percent credit and New York extended its 10 per- 
cent credit. Vermont’s 15 percent surtax on net in- 
come was allowed to expire. Idaho allowed a $5 
tax credit for each dependent and Delaware, Kansas, 
North Dakota and Utah raised their dependency 


exemptions. 


More Reliance On Local Units 


Greater reliance has been made on the local units 
whose taxing powers have been expanded consider- 


SUMMARY OF NEW AND INCREASED MAJOR STATE TAXES 


Income Sales 
Arkansas 
California 


Rate increased 
to 3.75% 


Rates increased 
to 1-6% 


Connecticut 
Delaware 
lowa 


Michigan 


(new) 
Maryland 
Nebraska 
Nevada 


Ohio 
Pennsylvania 


1% tax (new) 


Liquor & Tobacco Gasoline 
‘Additional 3% (liq.) 
1%4¢ increase 


Increased to 3% 


Increased 3¢ per pack 
(cigarettes) 


Increased 3¢ per pack 
(cigarettes) 


1¢ increase 


Business Receipts 
tax; 4 Mills per 
$1 over $10,000 


l¢ increase 
l¢ increase 


Use Tax 3% 
(cigarettes) 


1¢ increase 
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ably within the last few years. The creation of school, 
health, sanitation and improvement districts with 
independent taxing authority has been of particular 
significance and the growth of county taxing power 
has been another contributing factor. 


The more important examples show school district 
levies have been increased in Idaho, Kansas, Texas, 
Pennsylvania and Wisconsin. New county taxes have 
been approved in Utah, Missouri, Illinois, and Min- 
nesota. 


A Trend Is Indicated 


Health districts in Illinois, sewer and water dis- 


tricts in Washington, water and sanitation districts 
in Kansas and improvement districts in Utah have 
been granted the power to tax for their own par- 
ticular purposes. These are just a few of the many 
special taxing districts which have been organized. 
Although in some instances such districts are created 
to avoid tax limitations, they are mainly an out- 
growth of the benefit theory of taxation, the theory 
being that those who benefit from the particular 


services of the district should be the ones who pay 
for it. 


In some areas, however, increased taxing power 
was granted to cities. New York City has been 
authorized by the legislature to raise the real estate 
levy from 2 to 2.25 percent and in addition it was 
granted permission to levy an 0.5 percent tax on 
wages. Only the increased property tax has been 
levied. Chicago enacted a 1 cent cigarette tax which 
went into effect October 1, 1953, and Tolladega and 
Tuscaloosa, Alabama have both levied a 1 percent 
sales tax. Major property tax limitations were raised 
for cities in North Dakota, Minnesota, and Kansas. 


Thus the general trend of tax legislation this year 
has shown a turn towards local government. This 
trend seems to include a reliance on special taxing 
districts rather than on the expansion of the local 
taxing authority of existing governmental units. 


The return of taxing power to the local govern- 
ments has placed the government closer to the people 
and thus should make for greater responsibility and 
control. 

















